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1. The recent sharp rise in the price of coffee in the United
States has caused agitation in the press and Congress for effective
steps to lower the price. Investigation by a Senate committee is
already under way. High United States Government officials have
sugeested a boycott of coffee including a Cabinet member, the Secre-
tary of Agriculture (by promoting the idea it would be better to
drink milk). Linked with the boycott proposal in the public mind
i3 the Guatemalan issue, since Walter Winchell and others have
proposed a boycott of Guatemalan coffee as a means of combatting
Communism in that country. (Senator Smith of Maine introduced
a resolution in the Senate on February 8, 1954, to investigate the
Communist movement in Guatemala and its effest on the price of
imported coffee.) In reality, a boycott of Guatemalan coffee has
nothing whatsoever to do with the boycott:of all coffee as & means
of forcing a price reduction - but it is one of the principal points
of confusion vhereby Guatemala is brought into the picture.

2. Coffee is one of the most essential products to many Iatin
American nations, being grown principally for export and as such the
largest source of their dollar income. In Central America, all
countries including Guatemala are dependent on coffee sales to
varying degrees; three of them, E1 Salvador, Nicaragua, and Costa
Rica, have almost "coffee economies.” Panama is enjoying increasing
coffee output. The three Caribbean nations (Cuba, Haiti, and the
Dominican Republic) derive substantial income from coffee; and Mexico
is also a grower. In South America, Colombia and Bragil live off
coffee exports; and Veneguela has a large coffee income (it paid off
the foreign debt before oll was discovered 35 years ago) of extreme
importance to the Andean region of the country whence come the
Vensguelan ruling military class,

3. Two-thirds of Latin American coffee production is sold in
the United States market. Efforts to restrict this market are
extremely resented by all the producer nations, not only as directly
affecting their interests but as based on falsehood and slander -
that the rise in coffee prices is due to manipulation on their part.
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Aa coffee ie grown on small farms by natives, not foreign companies,
it 4e undoubtedly the one enterprise vhich touches most deeply the
basic economy of thirteen producing countries, and it s a political
issue on which all parties in these countries must stand absolutely
united., Threats by United States Government officials are already
being widely exploited by the Communiste in Latin America as proof
of the imperialist determination to keep the Latin producers of raw
materials in economic bondage.

4, On the eve of the Caracas conference, the Communist-influenced
Government of Guatemala $8 thus served the most perfectly tailor-made
issue it could seek in order to disrupt the conference and repel . sny
efforts by the Hemisphere to take action against Comsunism, Iinking
threats of boycott of Guatemalan coffee with threats to boycott all
coffee, the Guatemalan delegation has an issue on which all Latin
producing nations will respond as one. It is economic aggression in
its widest and most dangerous form, as it affects more countries than
could any other and more people in each country.

5. The countries affected are precisaely the countries on whose
cooperation and firmness we must depend for succees on the Communist
issue at Caracas. The Central American countries must themselvese

stand up to the threat of Guatemalan aggression represented by

' Conmmunist infiltration in Guatemala; the active support of the three
South American leaders against Communism, Colombia, Venezuela, and
Bragil, is vital to the United States position on the danger of Com-
munist penetration in the Hemisphere; and the votes of the three
Caribbean nations hold the balance in any close debate where a two-
thirds majority is required. All of this support will be weakened
and confused if Guatemala is able to pin the charge of economic

v aggression on the United States,

6. Appropriate action at this time, thresweek® in advance of
the conference, should be taken to remove the issue from the minds of
Latin American nations. This action should be along the lines that
the United-Stavee-Government, while concerned at increased coffee

/ prices as a burden on American consumers, QAheverthelesa determined
to obtain the full facts by careful and impartial investigation; that
/ information to date does not support any belief that the producing
/ nations have in any way whatsoever caused the rise in coffee prices;
that all of these nations have given a splendid example of inter-
American friendship by their offers of cooperation in the investiga-
\ tion and in plans to combat further price rises; and that the United
\ States understands and appreciates the economic problems that confront
) them and the need for all to cooperate in solving them, ...:
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A statement o fhis effect could well be made by the
Department of State, Ahrgugh either the cting Secretary, General
Smith, or the Assistant /Secretary for ter{American Affaiys,

Mr; Cabot./ If done/on i‘abruary 9. it yould be ocarried in the press

of Februayy 10. Then, "for maximum effectiveness, it should be fol-

lowed 'by an inquiry t6 the President at his weekly press ¢onference,

at wvhich' time he might respond that L i3 very much interpsted in

the_,pr?lem. has followed it closely; and backs up fully /the state-

ment of the Depaz;tment of State. ‘.a ‘would be carried in the press

of LatAn Anmerica/on the eleventh e.nd twelfth, and between both state-
ents/it should/be made abundantly glear that the United States Govern-
ent /is not eygphthbtic to boy ott
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